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";DearAppJIcant o o ’_: o A .

l We have consndered your applmnon for recog'ubon of exemptnon from federal lncome tax under.
sectxon 501(c)(3) of the lntemar Revenue Code 3~ T

. were: lneptpo:ated on _ pursuant O
You'stabd purpose in, your Articles:of Incorporation nsto e
ou 'dld—not Lienit your purpose(s) to sectzon 501(c)(3) purposes. “. = - g

!n :ur by—laws, your: stated pmnary purpose is o provide therapeubc ndmg and other equine related
10 jndividuals wlth ical, emotional, 'and cogmtive needs. You are providi

you

te’ that all the horses-and employees of will be hansfe«red to you. . You do not.state how
u will~determme a fair market vaiue for these assets. |You:did hot submit a resolution of your Board o . N
AN _ athmutsyouruseofmehorsesandempioye&stoadﬁamableprogramwmnmsmemmgof B

fat Gti {e)(3)ef the Code.:.Further, m will continte. to own the real and personal - o
Propert u-will:use in-your program. ' You have.indicated that you y will lease ' this real and al ;
: lproperty for: S\ per year.. A copy, of this Jeasa was not submitted with yoi ﬁm.' You © t i
g h:hd not describe how you will be separatmg or sharing administrative:sefvices, télephones, accounting, - -
i lsecretart personnel' and other. sefvices with Noi, d.ci y dis _‘ui;.g';'l)f‘o.gy progtam from the .

l
You: ! :  thatiyou have expanded your Board of Dlrectors fo .
Judé :community leaders.’ You-did not state. whether any of these new Board Members have any

‘" inersonal of financial interést.in It appears; in addmon, that your founder and her husband -
‘v have veto power over your new Board of Directors. Iti is also not clear whether your founder and her

~hisband will be voting on any transaction in which they have fal interest.” Your rs'continue to -,
.e**- %w& :
-all membets of.your, creator's army You plan. to.be supported by fees forsemoes contributions-and: . . "L

ent grants..

SR Sec’non 501 (c)(s) of tne Code prowdes for the. exemption from federal income tax of organszat;ons
mo at are orgamzed and. operated ‘excluisively for charitable'and. educaﬁonel purposes no part of the net
: Fearr'nng,s of which i inures to the benefit of any individual.! : _

v 1 501 (c)(3)~1 (a) Sf the- Income Tax Regulauons prov:das that In order to be exempt asan
descnbed in séction.501(c)(3), the organization must be one that is_ both’ organized and

xclusively. for. ona ‘or more of the purposes spec:ﬂed in that section. An organization that falls
r.the orgamzatxonal or me operahona& test B not exempt. . ’
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", 1Saction 1:501()AH(c) of the reguiations prowdes that an organization, il notberegardedas -

_— operated exdusrvely" for one or more exempt purposes, if more than an insubstantial- part of lts admhes
hs not ln furtherance ofa purpose described in section 501(c)(3) ofthe Code e

R ecuon 1. 501(0)(3)-1(d)(1)(u) of lhe regulabons states that an orgamzahon ls not operated
: “exelusrvely for.one or more exemp( puposes unless it serves a public rather than a privateiinterest. .
_,Thus do'meet these. requirements, it is neoemary.for an orgamz:abon to establish that it is not organized

. o . _:,of operated for the benefit of private interests such as deslgnated individuals, the creator or his family,.
IR tsharehpldersl of the organizatlonr of perscns controlied, diractly or indiectly, by.suich:private Interests. -

Section 1 501(c)(3)-1(d)(2) of lhe regulabons states that the térm d\a'rtable is used in section
»501 (cX(3) of the Code in' its. generally accepted legal sease, Such terms includes: relief of the poor and
idistressed:or the, underprivileged; advancement of religion; advancement.of educatiof or. science;

i ierection 'or, of the.burdens of Govemment; and promotlon of social welfare by organizations designed to .
e Jaccomphsh any of the:above purposes; of (i) to lessen nenghbochood tensions; (i) to eilminate prqudlce
. a:"jand to'combat: commumty deterioration and juvenile: delinquency, (ifl) o defend human and civil rights -

o -isecured by law; or (iv) to oombatcommunrtydetenoratlon and Juvenlle delmquency '

g Sectron 1 501(c)(3) L (e)(1) of the regulations provldes that an organizatlon may meet the

: reqmrements of section 501(c)(3) atthough'it operates a:trade or business as a substantial part of its
. achvutr% if the operation of such trade or business is tufurtherance of the ofganization’ S exempl purpose
o purposw and if the orgamzabon is not organized or dperated for; the primary purpose of camrying on,an-
unrelafed:rade or business, as' defined in section 513. In. determining the existence or nonexistence of
uch pnmary purpose, all. the carcumstances must.be considerad, lncludmg the s:ze nf the trade or )

+

e tﬁe conduct of whrch is not substanhally related (asade from. the need iof such’ orgenlzat:on for income or
o ,“funds or the use it makes;of the’ proﬂls denved) toithe exercise or performance by such organization of its
: ."*;'el'lenlable educatlonal or other purpose or. funrmon fomung lhe basrs for rts examptlon under section 501

ol L i V. issi 82TC 196(1984).anonproﬁtorganizaﬁonsregularly
ol acheduled bmgo games were held on the premises of aifor-profit:business.which sold-food and
e beverages the games were conducteu by the owniers of the-fu-preit, and the directors of the for-proﬁt
S bontrolled the- nonprof‘ t's board.i Under these wwmstarms. the court heldlhat the nonprofit had a
) i-:-[substantlal non-exempt purpose to enhance e profits of the for—proﬁt i

. I[ The presence.of a. sangle purpose not descnbed in sectxon 501 (c)(3) of the Code, if substantial ln

"nature, will preclude: exemptron under section’ 501(c)(3) regardless ‘of the number orimportance of truly o _

. . exempt purposes See Better Buslness Burgu v.U.S., 326 U. s, 279 (1 945) CL b. 1850, 1945 CB:
" 378, L
I : :

"4‘ -t
e

! ’:lf{" In Housm P oneers v Comml ioner, 65 T C.M. (CCH) 2191 (1 993) aﬁ’d A9 F.3d 1395) emended
. 58 F.3d:401:(9"Cir: 1995)/("housing Pioneeis?), the Tax Court concluded that an organization did-not -
;- Qualify as.a section 501(c)(3) organization because its activities performed as co-general, parlner in for-

L ~profit limited partnerships substantially frthered a: non-exempt purpose,-and serving that purposé caused - P

: the orgamzatlon to serve private interests. The orgamzatlon entered into partnerships as. a one percent
o .co-general partner. of existing limited partnerships for the purpose of splitting the tax benefits with the for-
: ‘proﬂl parlners Under the- management agreement, the 'organization's authority as.co-general pariner
- was.narrowly circimscribed. It had no management rwponsbllmee and couid descnbe only a vague
: chantable functlon of surveymg tenant needs . . i
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ATy y i:: ) ln ‘estof Hawanv Commggm er, 71 T.C: 1067 (1979) aﬂ‘dinunpubhshedopmlon 647 F2d 170 -

' -test of Hawaii, a non-proﬁt entrty through contrac(uai arfangements. TThe Tax Court concluded that the
: ‘for-prof Is were able to use the non-profit.as an "mstrumenf‘to further. their, for-profit purposes. Neither

.+ fhie. for-profit.organizations under the contracts. were reasonable affacted the court's conclusion.
, _’Consequenﬂy, est of Hawau did not qualify as:an organ:zation descmed in seetion 501 {cX3) of the Code.

S acd!ng Hosg.tat, Inc. v, United States, 505 F2d 1068(19[74) holds that an organization seeking a
R rulnng as 19 recognition of Ifstax exémpt status has the burden ofprovmgtmt it satisfies the requirements
.+ iof the particular exemption:statyte. - Whether an organlzahon has satisfied the operatiortest is a
-+ iof fact, In this situation.the hospital was held not entitied to. exemption under-section 501(cX3) of the:
- iCode because it hmited its admnss;ons and emergency room care substantna"y toa private group of
; patnents . . o g .

¢ Domlmon Box 20, v Unj ed Stat% 477 F 2d 344 (4"‘ Clr.1973) cert: Dénied 413 U S. 910

‘:'é__;purpose N s

70 T. C 352 the court held thatan orgamzation

t was.conducting a consultmg business ofthe sortwhnch is ordmanly carried on by
il -fventures orgamzed for proﬁt | L :

IR ehares them with those indlvlduals. does not: quahfy for exemphon from federal income tax.under. secbon
: §D1 (cX3) of the Code. " Ttis revenue fuling held that the facts of the case shows that-the enterpnse was
o ;:onducted inan essenuaﬂy eommercial manner. ) .

L 'dnrecﬂy beneﬁt pnvate mtemsts rf more than :
s ﬁgx Co A Unlted States, w

. The provxdmg of therapeutxc nding and other: equlne related actmﬁas to mdmduals with speaal

. physical, emotional. and cognitive needs is a charitable activity undér section 501(c}(3) of the Code.

- However, .you are operahng in connection with the: for-profit organizations, and

o , that are 100% owned and controlled by your. founders and officers. All your

1, QHICErs are'members. of the— family. You did notishow-how you separated or are sharing .

" hdminiétrative services, accounting, secretarial, personnel and other services with and’
“You-did rot-state:if, any of your Board of Directors have any inancial -

'bstantral will. predude & 'emptlon See Old Dommron

power over the actions: of your Baard of Directors.or whether any member of the S 2mily will.be
. VOtfng on any transacnon in wmoh they have aﬁnanclal mtereet b

- .During the application process, you have submstted several dtﬁerent pians for operatmg your
herapeutxc Jfding.programy bit.have'adopted none of them. Your latest submission of

150 leaves impaortant details Gut. You did not submit a r%olubon of your Board of Directors (without any
f-’the-famuy votmg) that lhe has% and employe% are bezng h'ansferred to you and wull be used

(@™ CIr. 1981) (est of Hawail’). several for-profit-est organizations exerted significant indirect control over - - o

i ithe fact that the for-profits lacked structural control: over the orgamzat)on rior the fact that amounts paid to

b }(1973) the court held that operatmg for the benefit,of prwata pamee constntutes a substantial non-exempt :

‘ "aatnons both exempt and nonexempt. did not qualify for exemptxon under section 501(c)3) of.' j:_', : P

Aterest in.your organization. You did not state why your:founder and hes husband continue to have veto
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: 3 'exolusrvely for: secbon 501(cX3) purposes You did noti
L :.payment ofi$10 per year:for the usa of the personal and real property or a listing. and the valUe of the.
pnoperty that wxll be transferred You: dld not submit. ourrem o proposed ﬂnanc:al statamems that reﬂed

L operations are: innmately oonneaed

g orgamzatxons wholly owned and contr. :
Vi Commlsglongf M_w_aiy_ﬁmmw m;gmg Ptoneers V. m;nnss:one r and Rev. Rul. 66-
h04 ‘supra. - Since these hon-axempt purposes are substantial in nature, you have not established that
you qualify-for recognition of éxemption from; federal income. taxes under section 501 (c)(3) of the COde
See _tter:Busmess Burea 'vof Washi on, DC.. Inc.v. Un

; , Your ‘Articles of Jncorporat:on did fiot state a, seohon 504 (c)(a exempt purpose for do they limit your

: : purposes ithose déscribe.in’ sectlon 501(0)(3) of:the dee Amordingly. we. also condude that you are |
' ‘d for. sectlon 501 (,c)(3) purposes . ‘ _ :

. Accordlngly. you do.not qualify for exemptxcm as an*
: ~,’ E..,ocfe and your must file. federal mcometax retums !

; ,'Contnbutlons to you are not deductble under seooon 170 of the Code

tatement of your views, with a full explanation of your reasoning. This statement, sigaed by ane of your - :
tficers, mast bé.submitted whhm 30 days from the date of this- letter. Youalso'havé arighttoa-
,onference in this ofﬁce after your statement.is submitted. You must request the conferenca, If you want
.i one, when you file: your protest statement.: If you are to be represented: by.someong who is not one of
© your officers, that person will need:to fle a proper power of attomey and otherwse qualify under our
Conferenoe and Practxces, Requnremenfs o .

S tf your do not protest Ihls.u mg in a hrm;uy ..xamaar A be-cors a emd by the Intemal Revenue e
L1 Service as a failuré to exhaust available administrative remed:es Section. 7428(b)(2) of the-Code
.Jprovidee. in part; that a declaratory 1udgement ‘or decred under this section shiall.not be issued In any
o proceeding unless. the Tax Court, the United States, Court of Federal Claims, or the District Court of the
- #*United States for the District of Columbia determines that the orgamzatlon mvolved has exhaus(ed

T admnmstranve remedies avaxlable to it within ttwe Intemal Revenue, Servnce e .

our key district office. ‘Thereafter, any questions about your federal income tax status should be;

Code section 61 04(c)

When sendmg addmonal letters to us wrth respect to th;s mse you wm expedne their recenpt by usmg o :
the followmg address:, . : '

lntemal Revenue Semoe : P
T EO.RAT 2
1111 ConstmmonAve N W
Washmgton D.C. 20224

submltacopyofyourleasewrm-'for* e

orgamzahon desmbed in sechon 501(0)(3) of the i :

You have the rlght to protest this ruhng if you beheve itis inoorrect. To protest, YOu should submrt a. . e

If we do not hear from. you within 30 days, this rullng will become ﬂnal and ;copies will be. forwarded to-:_ R

addressed to that office. The approprtale State Officials; w'll be notiﬁed of tfus agtion in accordance wnth f FAN




If you have any questions, bleésfegéontapt_theﬁ person whdse-narhe and l__el,ephoné number are shown

lin the heading of this letter. .
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